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Progress Without Tears 
By Honor Croome 


analyse, to throw out ideas rather than to follow them 

rigorously to their conclusion. It is an attempt to isolate 
a particular aspect of the perennial conflict between the 
economic and the social aspects of policy; not the familiar 
conflict between public and private economic interests, nor 
between “economic” ends in the narrower sense and such less 
calculable objectives as national security or class equity, but 
that which arises, in the last resort, from two aspects of human 
nature: between Economic Man, rationally administering 
scarce resources to whatever end, and Anti-Economic Man, 
emotionally demanding a continuity of life and experience 
more or less severely incompatible with the demands of economic 
calculation. 

This is not a theme congenial to economists. Our whole 
conditioning and training prompts us to dismiss Anti-Economic 
Man as so much deplorable deadweight or grit in the bearings; 
and, where his motives are mixed with others recognizably 
economic (as happens over the whole luxuriant field of restric- 
tive practices), to concentrate on those others, demonstrating 
posit sone enough the irrationality of the actions to which 
they give rise but doing so, always, from the essentially 
irrelevant standpoint of Economic Man. To these demon- 
strations Anti-Economic Man reacts, if sufficiently articulate, 
by calling us dessicated calculating machines; otherwise, by 
ignoring us completely. 

It is argued here that economists—including in that class 
not only academics but all those whose attitude to public 
affairs is predominantly shaped by economic considerations— 
ought to recognize Anti-Economic Man; recognize him in the 
diplomatic sense, as an entity to be lived with, rather than an 
illegitimate hostile power to be merely contained by continuous 
hot or cold warfare or, when too strong, submitted to under 

rotest. It is argued that this recognition is needed in the 
interests of economic rationality itself; that economists, in 
accepting it, would not be abdicating from their proper réle to 


Tes purpose of this paper is to explore rather than to 
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become amateur sociologists or mere sentimentalists, but 
adopting a posture required by their specific job. 


I 


The argument is the more hopefully undertaken because 
certain recent policy measures suggest the beginning of just 
such a recognition. In the legislative field, one may instance 
the Small Farmers Scheme and the Lancashire cotton industry 
plan'; in the general industrial field, the growing interest in 
redundancy agreements. The significance of these becomes 
clearer when they are contrasted, not only with the pure 
laisser-faire which would have left the small farmer, Lancashire, 
and the redundant worker to sink or swim, but with the more 
usual welfare-state attitude of political surrender to Anti- 
Economic Man. 

The contradictions of that attitude were neatly stated, 
some years ago, by the Swedish economist Clas-Erik Odhner, 
in a passage quoted by Professor Erik Lundberg in his Business 
Cycles and Economic Policy— 


The socio-economic aims [writes Mr. Odhner] and the aims of 
price policy in the welfare state must of necessity come to be opposed to 
each other. /f prices are to stimulate desirable changes and desirable 
risk-taking, they obviously cannot at the same time be a means of 
creating economic security for those who cannot or do not wish to co- 
operate towards those changes or to take those risks. Jf the price system, 
by giving advantages to those who understand best how to adapt their 
production according to the existing conditions, is to induce a correct 
economic use of available productive factors, it obviously cannot at 
the same time be arranged in such a way that those who for technical, 
economic or personal reasons cannot carry out this adjustment and are 
therefore in need of social support, receive this support through the 
prices of the products they sell. 


It can with equal truth be said, symmetrically, that if 
prices to the consumer are to induce a correct economic use of 
available finished goods and services, they cannot at the same 
time be managed in such a way that those who for any reason 
cannot adapt their consumption, and are therefore in need of 
support, receive this support through the (subsidized) prices 
of the things they buy. 

That the whole economic system of Britain and indeed, to 
varying degrees, of most other countries (by no means all 
claiming or accepting the designation of “welfare states’’) is 
riddled with this sort of contradiction, hardly needs saying. 
Agricultural ny support in its various forms is the classic 
example of what one may call the Odhner or producers’ price 





1 See charts on page 45 showing long-term trends in the cotton industry. 
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contradiction; rent restriction is the classic example of its con- 
sumers’ price counterpart; one may also instance that perverse 
combination of privilege and strait-jacket which gives the 
nationalized industries priority of access to investment funds 
while forcing them consistently to undercharge for their 
products. It is logical to include also, despite the variety of 
motives involved, a much wider range of price-manipulation, 
both private and public. Protective tariffs, fending off the 
pressure from abroad which would otherwise competitively 
enforce “desirable changes” on those unwilling to make them; 
price maintenance agreements, fending off similar, and similarly 
unwelcome, pressures from within; the whole range of trade 
union restrictive practices—all these have indeed been devised 
and maintained for other reasons, genuine as well as ostensible, 
ranging from considerations of national strategy or of advantage 
beyond the commercial time-horizon, through sheer mis- 
apprehension and muddleheadedness, to aggressive and grasping 
greed. But an element common to them all is that of protection 
from the need to adapt; of what the French, who of all advanced 
industrial nations have suffered most from this particular 
ailment, call zmmobilisme. 

At least where official policy is concerned, it is only fair to 
say that the immobilizing effects of intervention in the pricing 
process have often been an unwanted by-product. No one 
expected the Rent Restriction Acts—in their origin an urgently 
necessary emergency war-time ‘“‘freeze’’—to exert for the best 
part of half a century an immobilizing influence second only to 
that of the eighteenth century laws of settlement. No one 
wanted vested interests to build up and solidify behind the 
“base year” provisions of the second world war’s controls. No 
one, for that matter, intended the various commodity stabiliza- 
tion schemes, designed to iron out catastrophic fluctuations 
around the long-run trend, to falsify the trend itself and 
generate cumulative surpluses. But once the insulating, im- 
mobilizing effect has been produced, however incidentally, it 
powerfully ensures the continuance of its cause. To adapt from 
a position artificially preserved despite growing incongruity 
with the real economic situation is far harder than to make the 
initial, smaller adaptation which would have corrected that 
incongruity in its early stages. Immobility breeds immobility. 


II 


The process, luckily, is not irreversible—as witness the 
successful demolition, over the last ten years, of almost all the 
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British structure of controls and phoney prices and the return, 
substantial though imperfect, to the market. More significantly 
to the thesis of this paper, the reversal need not be purely 
negative, a “dash for freedom”, headlong or circumspect, 
which leaves adaptation to look after itself. The significance of, 
for instance, the Small Farmers Scheme is that it embodies a 
positive concern with the smoothing and speeding of adaptive 
change. Starting from the premise that there is a place in 
British agriculture for the 20-to-100 acre farm which has been 
adapted to modern technical and commercial methods, recog- 
nizing that what impedes that adaptation is lack of capital and 
of expert knowledge, it replaces a certain amount of immobiliste 
aid via price support (of exactly the kind singled out by Mr. 
Odhner) by a discriminating, once-for-all programme of capital 
grants plus technical advice—a programme designed to help 
the potentially viable members of a class of producers especially 
vulnerable to economic change to adjust to that change instead 
of being overwhelmed by it. 

The same concern can be identified in the Lancashire 
cotton industry plan. Here the need for action arises from a 
slow, painfully grinding process of secular decline, to which the 
immobiliste answer ann. be protection, subsidy, or both, and 
the /atsser-faire answer a policy of laisser-pourrir. The object of the 
plan, by contrast, is actively to speed that outflow of resources 
which the secular change demands—two-thirds of the cost of 
scrapping excess capacity will be paid by the Exchequer—and, 
with this deadweight removed, to modernize and re-equip the 
appropriately-sized remnant. The plan recognizes, too, the fact 
that workers caught up in a major outflow such as this, and 
consequently facing specially difficult problems of resettlement 
into new jobs or new places, have a corresponding case for 
special aid; hence the redundancy payments plan, the agreed 
formulation of which was a precondition of government help 
to the industry. 

The growing industrial interest in redundancy schemes is 
indeed another significant development. At very first sight, the 
fact that a firm is committed to pay some agreed lump sum to 
any established worker whom it discharges for redundancy 
might seem to work for immobilisme. But any encouragement 
which such schemes may offer to a labour-hoarding policy 
bulks small beside their effect, from the workers’ point of view, 
in taking the curse off an enforced change of job. In matters of 
employment it is the wage-earner, not the employer, who is 
understandably enough the arch-immobiliste. Much more, it is 
safe to say, of the tangle of restrictive practices which hampers 
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technical progress, and wastefully distorts the use of manpower, 
is designed defensively to safeguard jobs than aggressively to 
add a monopolistic surplus to earnings. From “we will not 
allow anything to threaten our right to stay put” to “if we must 
move, we must be compensated for disturbance’, the advance 
is, from the point of view of the “correct economic use of 
available productive factors”, a very considerable one. 


Ill 


At this point it is perhaps essential to clear up, paren- 
thetically, a matter of principle. What is this ‘“‘correct use of 
available productive factors,” what are these “desirable 
changes”, whose attainment demands such sacrifices for con- 
tinuity-secking, mobility-hating Anti-Economic Man? Are not 
“correct” and “desirable” question-begging terms? There is 
little left nowadays of that once solid faith in market forces 
which envisaged a single, ideal, perfectly rational equilibrium, 
to which the result of any alternative outlay of incomes or 
combination of resources would be inferior. All the same, at the 
rough-and-ready commonsense level, irrationality or “‘incorrect- 
ness’ is not too difficult to identify when it is gross enough. Just 
as inability to establish and recognize a standard of perfect 
health, bodily and mental, does not imply inability to recognize 
a raging toothache or acute melancholia or make it futile to 
attempt a cure, so the elusiveness of economic rationality does 
not make gross irrationalities a matter of indifference. This 
should be too platitudinous to need saying; but “the end of 
laisser-faire’’ has demoralized some economists into a Pyrrhonism 
or scepticism quite unsuited to their calling (never mind what 
is produced so long as everyone is kept busy producing it) ; and 
it is hardly too much to say that the mass of popular opinion, 
which policy makers have to take into account, has never 
grasped any connection at all between an appropriate layout of 
resources and the standard of living. 

The efficacy or inefficacy of market forces in maximizing 
welfare is, however, not the central issue between Economic 
and Anti-Economic Man. Even the most sceptical of economists, 
even the least reverent towards market forces, even the Marxists, 
even the most austerely “neutral” analysts of things-as-they-are, 
necessarily share one norm: whatever the political, social or 
ethical end to which policy is directed, whatever the means by 
which it is carried out, economic resources ought to be readily 
movable from points of low yield to points of high yield. “Yield” 
may be understood in terms of individual affluence, however 
distributed; or national power; or collective amenity and 
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welfare; even of mere, sheer full employment—least demanding 
of aims in terms of rationality, but not compatible, unless in an 
entirely stagnant world, with the immobility of Anti-Economic 
Man. Whatever “‘mix’’ of ends is preferred, the essential process 
of maximizing yields remains the same. This is the irreducible 
kernel, the highest common factor, of the ideals of all economic 
schools; responsiveness of resources to the push-and-pull on the 
one hand of demand, whether individual or collective, and on 
the other of changing technological possibilities. ‘This is as much 
as to say that, whatever other extra-market interventions may 
be admitted, immobilisme is diametrically and irreconcilably 
anti-economic. 


IV 


Yet this anti-economic end ranks, in popular opinion, 
almost as high as the increase of affluence, let alone gaies 
amenity, national power, and the welfare with which immobilisme 
is often confused. Where our own way of life is concerned we 
are all immobilistes at heart: Anti-Economic Men. We each have 
a personal economic interest—very possibly short-run and 
short-sighted, but none the less genuine—in the maintenance 
of a pattern of resources in which our habitual, specific con- 
tribution is valuable and rewarded accordingly, whether that 
contribution is manual, professional or managerial and whether 
its specific character is bound up with a technique, a product, a 
form of organization, or a locality. But we also have a psycho- 
logical interest in not being upset and uprooted; adaptation 
clashes with the human defect of iad and _ psychological 
laziness—of which a certain minimum is probably no defect at 
all but the product of a sound instinct of self-defence against 
neurosis. We have an emotional interest in the status and 
prestige conferred by “good standing” in an established job, 
trade, working team, business community, professional hier- 
archy. Mobility and novelty, the greener grass on the other side 
of the fence, are indeed attractive in themselves to the adven- 
turous young, but it is no use pretending that for the majority 
this estimate generally outlasts the free-swimming bachelor 
phase of the human life-cycle. Temperamental exceptions 
apart, only the livelier and more aggressive kind of businessman 
really enjoys behaving as a free-flowing resource; and what he 
enjoys—shifting his interest from field to field, innovating, 
re-combining, exploring—is in a sense itself a continuous 
exercise, the exercise of entrepreneurship. 

Even as consumers—in which capacity we should all, 
prima facie, welcome the fluidity which lowers costs, improves 
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quality, and widens choice—we have a deep-rooted propensity 
to kick against the pricks of change. As the shifts of technical 
possibility and general demand bring corresponding shifts of 
relative prices, the need to spend more on, or use less of, item 
X is apt to seem an outrage far from adequately compensated 
by the ability to spend less on, or use more of, item Y—even 
when on any objective reckoning (pace the more rarefied welfare 
theorists) the consumer in question is “better off.’ This 
observable piece of human irrationality may not properly rank 
as an “‘interest’’ in the maintenance of the status quo; but it has 
the same effect on policy. 


Vv 


If the case for immobilisme, as each recalcitrant human 
“resource”’ sees it, appears overstated, it can hardly be wider of 
the mark than the professionally-conditioned, economist’s view 
that all such sentiments merely represent the muddle-headed 
failure of Economic Man to understand his own interests. Of 
course muddleheadedness is endemic in the human race. But 
the individual interest in immobilisme is none the less genuine. 
When it comes to the push Anti-Economic Man is perhaps a 
lowlier citizen, in each man’s colony of selves, than Economic 
Man; if he were not, mankind would probably have died out 
long ago like those primeval immobilistes the dinosaurs. But he 
cannot be totally outlawed. He subsists; less metaphorically, 
what subsists is a legitimate though economically unfortunate 
set of human values, no less powerfully operative because, for 
reasons ranging from the most infantile acquisitiveness, through 
the hardest-headed realism about population and productivity, 
to the loftiest visions of human betterment, we are all in favour 
of an “‘economic progress” with which general immobilisme is 
completely incompatible. 

To the popular mind, this incompatibility is anything but 
obvious: so far, muddleheadedness genuinely does enter into 
the picture. In the static society from which most of our values 
derive, the price of conciliating Anti-Economic Man is not 
indeed intolerably high. Above all, it does not cumulatively 
rise. With no great or rapid change in technological possibilities, 
no major and irreversible shifts in demand, no accelerating 
pare pressures, stay-put is a — policy and a com- 

ined price-and-status system which encourages it is, even on 


a sophisticated calculation, historically quite foreign to such 
societies, tolerable enough. The popular anti-economic opinion 
which today regards a “‘threatened’’ industry, a “threatened” 
locality, a “threatened” skill, as automatically demanding 
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rescue on the same principle as a threatened human life, is in 
part at least merely carrying over to the radically different 
circumstances of a dynamic society what was once an accepted 
and acceptable attitude. Since Anti-Economic Man does, 
however, on the whole play second fiddle to Economic Man, 
and since the price of total immobilisme manifestly does cumulate 
as the rational pattern diverges further and further from the 
actual, the “‘threatened” groups rarely get sustained indefinitely. 
Belated attrition does do its job; the redeployment of resources 
does go on; so, accordingly, does economic progress, in the 
sense of the harvesting of economic welfare from the poten- 
tialities of dynamic technological and commercial change. 

If the only effect of immobiliste policy were to slow down 
the creative surges of dynamic change and to load the economy 
with a more or less constant rota of essentially unproductive 
passengers, busily producing the relatively unwanted by 
relatively wasteful methods, economists might accept it regret- 
fully but philosophically enough. It is just possible to imagine 
a society to which this tolerance would be appropriate. But it 
would not at all closely resemble the Great Britain of today. It 
would not face a special need for redeployment and adaptation 
arising from past errors on the grand scale; the war-induced 
scale, the suppressed-inflation-induced scale. It would not be 
inextricably linked, politically and as a matter of sheer livelihood, 
with a world evolving at breakneck speed under the twin 
influences of nationalism and demographic pressure. It would 
not be subject to the imperatives of cold war. And it would 
certainly not have exalted ideas about doubling its standard of 
living in a quarter-century. 

To economists, all the above is so much hammering on a 
wide-open door. Of course immobilisme is bad, of course adapt- 
ation is good. To non-economists, however, it is equally self- 
evident that a certain degree of continuity, of solidity in 
expectations, of that psychological security in which security 
of material standards is only one element, is also essential; and 
policy has to be framed with non-economists as well as econo- 
mists in mind. Somehow, however imperfectly, it must reconcile 
these aims, harmonizing the interests of Anti-Economic Man 
with those of the Economic Man who shares his skin. 


VI 


There are circumstances in which this reconciliation is 
not too difficult; circumstances exemplified, probably un- 
repeatably, in nineteenth-century America. With a fast-growing 
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population and a fast-expanding frontier, no sector of the 
economy need, even after over-expansion, "decline absolutely ; 
dynamic change in the layout of resources requires merely 
that some kinds of enterprise, some fields of occupation, grow 
very fast, others more slowly, while others again mark time. 
The young—and these are a high proportion of such a popu- 
lation—move and enjoy moving; their elders have the option 
of staying put. Because land and natural resources are plentiful, 
growth can consist largely of physical expansion instead of 
having to be achieved entirely by an exacting application of 
ingenuity to beating the law of diminishing returns. That the 
population of a “new” country is largely self-selected, by the 
test of willingness to migrate, for maximum adaptability, is of 
course a helpful element; but circumstances rather than pro- 
pensities are the governing factor. In this situation, a tough, 
laisser-faire policy which ignores Anti-Economic Man is humanly 
tolerable. 

It has been argued that these desirable features of the 

“new” country—rapid growth, making particular, absolute 
declines unnecessary, buoyant demand for every kind of 
resource, minimizing unemployment and consequently the 
dislocation involved in change—can be reproduced anywhere 
merely by applying a sufficient monetary stimulus. Of the 
shortcomings of this policy we learned all too much in the 
immediate post-war years. It calls, if runaway price inflation is 
to be avoided, for an amount of anti-market administrative 
control which increasingly limits individual freedom, ties up an 
increasing amount of resources in its own machinery, and—no 
less because of the wide variations in the possibility of enforce- 
ment than because of the limitations of administrative insight— 
produces increasingly irrational results on any conceivable 
view of rationality. One would have to be a very power- 
hungry authoritarian to want it back; and if the power-hungry 
authoritarians got their way Anti-Economic Man would 
assuredly in the end find adaptation forced upon him as 
inexorably as ever—only by penal rather than economic 
sanctions. 

A very different approach to the problem of reconciliation 
is that which sets apart certain groups, occupational or local, 
for special treatment, while giving Economic Man his head 
elsewhere. The peasant farmer, the inshore fisherman, the small 
artisan, the remote regional minority; these form a privileged 
enclave. Others must adapt to dynamic change; these must be 
protected from its impact to the utmost, whether for humani- 
tarian reasons or because their way of life is felt to be an 
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indispensably valuable ingredient—aesthetically, spiritually, as 
a link with past pieties—in the larger life of the whole nation. 
So long as the groups concerned are small enough, their support 
may indeed be perfectly rationally regarded, by a community 
which values them, as a charge on its resources. (Though 
whether, politically, it is healthy for any group to turn into a 
living museum-full of “bygones” is a different question.) So 
long as that support is not given, in Mr. Odhner’s words, 
“through the prices of the products they sell’’, it need no more 
distort economic activity than does the support of any other 
valued but non-productive institution. 

But in fact much the easiest and most popular way of 
roviding support is, precisely, through the prices of products. 
he whole of European agricultural policy is bedevilled by the 

problem of “preserving the peasant’; the economy of France 
is additionally bedevilled by that of “‘preserving the artisanat’’ ; 
not only are both groups far too large to be carried indefinitely 
as passengers by the dynamic sector of the economy, but the 
distortion of the price system and fiscal system to fit their needs 
makes for an irrationality from which the dynamic sector itself 
acutely suffers. In any case, special treatment for such economic 
enclaves does nothing for the unsegregated general run of Anti- 
Economic Men outside; on the contrary, it subjects them to 
extra adaptive strain, much as any permission given to some 
players of a game of musical chairs to remain seated must inflict 
a more nerve-racking tussle on the rest. 


Vil 


What is needed, what is inadequately foreshadowed by 
the policy moves noticed earlier, is an approach differing from 
these: an approach aimed on the one hand at reducing the 
discontinuities and uprootings involved in dynamic change and 
so making it more acceptable, on the other at compensating, 
in greater measure than at present, those on whom such 
discontinuities and uprootings nevertheless arbitrarily fall. 
Economists should not regard this aim as a matter of ethics or 
social justice, falling outside their sphere. It is a matter of 
economic rationality; on the one hand of reducing a certain 
kind of cost, on the other of its proper imputation. Neither 
economists nor others, of course, should be blind to its diffi- 
culties. It faces, obviously, the danger of pandering to the hope- 
lessly anti-dynamic and politically disastrous attitude of “I’m 
in an undeserved mess, you get me out of it”, which by laying 
all responsibility for all vicissitudes on public authority leads 
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in the end, deviously but certainly, to serfdom. It faces, too— 
at least in the forms here cited—the limitations of foresight. 

No very profound comprehension is needed to realize that 
the cotton industry ‘‘ought”’ rationally to be smaller. But what 
size “ought” the coal industry to be? Should policy, at this 
moment, be directed to cutting it as painlessly as possible down 
to size, speeding and lubricating the outflow of resources, in 
view of a future shaped by oil and atomic power? Or should it 
aim at keeping those resources intact against the upswing of an 
investment cycle now at a periodical low but duc, by the normal 
gearing of economic activity, to restore a much larger demand 
for coal quite soon? Wherever the pressure of change has this 
reversible quality, deriving from fortuitous or seasonal or 
cyclical shifts in the “rational” pattern, this question must 
arise. Ought such and such a volume of resources—embodied 
in hard-pressed enterprises, in imminently redundant workers— 
to be helped to stay in, since they may presently be wanted 
again, where they are, or helped to get out, since they may 
not? 

Caution and due humility suggest that the proper scope 
either of the “Lancashire” or ‘“‘small farmers” type of scheme 
is very restricted. Such schemes are appropriate where a gross 
irrationality calls for correction, and especially where that 
irrationality itself has obviously resulted from a central policy 
now being reversed. Notably, they may well prove an essential 
accompaniment to any really drastic dismantling, under Com- 
mon Market or other arrangements, of international barriers; as 
witness the experience of the European Coal and Steel Com- 
munity. They are not appropriate, at least in a developed 
economy with a normal supply of business ability providing a 
saving dispersal of initiatives, to the ordinary purposes of 
dynamic change; it is the spirit behind them, rather than their 
particular characteristics, which now makes them significant 
and welcome. 


Vill 


But the planners’ question, ‘‘what is the rational layout of 
resources to which adaptation should be encouraged?’’, is not 
the only one. There is also—and here the possibilities of effective 
policy are much wider—the question: “given that rationality 
demands incessant adaptation, how can adaptation be made 
easier and more acceptable?” To this the crude economic 
answer is, of course, perfectly simple. People’s dislike of mobility 
is not in a class apart; it can be straightforwardly rolled up in 
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the good old theory of net advantages. The human, subjective 
cost of adaptation has, like any other cost, a money equivalent. 
Carrot and stick, pull and push, will do the job; walle need 
only encourage flexible prices, let the stuffing out of featherbeds, 
and so far as possible outlaw immobiliste practices. 

Political difficulties apart, there is a practical, indeed an 
entirely economic, objection to resting content with this answer. 
Where other disadvantages are concerned—dirt, boredom, 
danger and the like—it is to the interest of whomever has to 
induce a “human resource” to undergo them to diminish them 
so far as possible and so to dimiuish the ees that must be paid 
as inducement. This is rarely true of the disadvantages of 
adaptation. Where these would in the absence of special help 
be altogether prohibitive—as for instance in the recruitment of 
staff for remote overseas posts—the option of directly reducing 
them by special aid at the moment of adaptation, rather than 
of offering enormous and continuing inducements to overcome 
them unaided, is so evidently the more economic as to be 
common practice. Where a whole enterprise is moving its 
ground or redeploying its activities, and faces the likelihood of 
losing valued staff unless the difficulties of adaptation are 
smoothed out, the same calculation often holds good. 

But adaptation is mostly carried out by “human resources” 
whose difficulties it is nobody’s economic advantage, at the 
moment of transfer, to minimize. It is perfectly true that they 
can be induced, by sufficiently large incentives or penalties, 
to overcome these difficulties. So may a man be induced, by 
sufficient incentives or penalties, to walk ten miles with dried 
peas in his shoes. But it is much more economic, in every sense, 
to discover and remove the peas. Many of the human disad- 
vantages of transfer are, in all probability, irremovable; but 
there 1s no reason to suppose that they need be as many and as 
severe as they now are—that they need, in fact, constitute so 
powerful an incentive to immobiliste pressures and resistances. 

About these human disadvantages and their relation to the 
different kinds of economic mobility nothing like enough is 
known. Obviously some kinds of adaptation are far less uncom- 
fortable than others. Mobility between jobs of the same kind, in 
the same locality, is as nearly costless, in this sense, as no matter. 
Indeed enough workers positively enjoy this much change, as 
labour-turnover figures showed throughout the period of brim- 
full employment, to ensure that whatever part of the flow of 
resources from low- to high-yielding points can be thus achieved 
will be perfectly smooth. Mobility between different occupations, 
even in the same locality, is another story. It can mean a 
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devaluation of specific skill, constituting both a straight economic 
loss and, to the worker with a pride in his standing as a crafts- 
man, a personal diminution, But how much of such devaluation 
is, in fact, suffered in the course of change? What types of skill 
are—genuinely, and apart from trade union demarcation rules 
—highly specific? Some kinds of skill are the less specific the 
higher they are—a metallurgist’s skill can be more readily 
re-applied than a blacksmith’s, a mining engineer’s than a 
coal-face worker’s. Others, highly specific in themselves, are 
perfectly fluid between industries—the whole complex of skills 
involved in office work are of this kind. How typical, in fact, is 
the position of the displaced and devalued craftsman? How 
much of his difficulty is inevitable, how much artificially 
imposed by apprenticeship regulations and demarcation require- 
ments? How much could be avoided by a more generally 
technological than narrowly craft-based kind of training? 
What can be the contributions of job analysis and aptitude tests 
towards discovering the common elements and requirements of 
occupations now regarded as entirely different? 

These are not, of course, questions which economics can 
answer. But in so far as their study—by sociologists, industrial 
psychologists, unionists and employers—can lead to actions 
which make easier the flow of resources and lessen the resistance 
of Anti-Economic Man to dynamic change, they are as relevant 
to the attainment of the economic ideal as, for instance, the 
removal of tariff barriers or fiscal reform. 

The same can be said of the range of questions relating to 
mobility between places. People on the whole prefer, once 
settled, not to move, and resist so far as they can changes which 
would force them to do so; why? Partly, no doubt, through 
attachment to their particular neighbourhood, landscape or 
townscape; but also because moving generally confronts them, 
as things are now, not merely with expense but with extremely 
unpleasant worries over accommodation, and because it breaks 
up the “three-generation family” whose importance sociologists 
are only beginning to realize and which economists do not 
recognize at all. Policy can hardly lessen physical homesickness ; 
but it certainly can, by progressively unfreezing rent restriction 
and by modifying the more hidebound local government 
regulations, make physical mobility both easier and _ less 
disruptive of family life—and so more acceptable. 

These, however, are only illustrative suggestions. Mere 
lack of sociological information forbids anything more. The 
real moral of the argument is far more general. If the economic 
aim of rationality is to be achieved—whatever further aim, 




















14 


political or ethical, it is conceived as serving—it is not enough, 
though it is certainly desirable, to break up the official tmmobiltste 
structure and to impose penalties on the more easily identifiable 
forms of private immobilisme. Anti-Economic Man is tough and 
resourceful and will always find a way, if his human feelings 
are too severely outraged, of putting the brakes on or sabotaging 
the whole machine. It is a task for economists to take cognizance 
of his needs, to identify the material elements in the costs of 
adaptation, to impute these costs correctly, so far as possible, 
to their particular causes, and to advise accordingly on how 
far they should be carried by the whole collectivity, by particular 
industries, by particular enterprises, or residually left on the 
shoulders of the individual. To perform this task they need to 
draw, far more than at present, on sociological findings. 
Choosing examples almost at random, what does happen to 
redundant workers, displaced farmers or shop-keepers? What 
advantages, if any, does the big multi-plant, multi-product 
firm reveal, in reshuffling its resources to accord with dynamic 
change, over the single-purpose monolith or the complex of 
small independent enterprises? What are the “social costs” 
saved by a policy of “‘taking the work to the workers?” 

It is for sociologists, on the other hand, to take cognizance 
of the economic setting in which Prestige-Seeking Man, Group- 
Approval-Seeking Man, Security-Seeking Man—now the centre 
of their preoccupations—has his being; to accept as a datum of 
their universe the need and the fact of continuous economic 
adaptation (quite as uncongenial to their way of thought as 
Anti-Economic Man to the economists) and to study as a 
normal phenomenon, rather than merely deplore as a disturbing 
factor, its social and psychological implications. 

The economist perhaps has initially most to gain by this 
rapprochement. Humane considerations apart, it is only in the 
light of sociological knowledge—itself sought along the lines 
imposed by economic realism—that the essential economic norm 
of rationality in the use of resources can be effectively pursued. 
But the sociologist, both us seeker after factual truth and as 
upholder of a norm of his own, that of harmonious human 
relations, should benefit hardly less. Not much harmony is 
possible in a split-minded society which demands simultaneously 
the fruits of dynamic mobility and the privilege of immobilisme. 


Honor Croome. 
Claygate, Surrey. 


June, 1959. 
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The British Tourist Industry 


By Jossleyn Hennessy 


HIS year no fewer than 1,390,000 overseas visitors are 
[expected in Britain, of whom more than half a million 

(including 360,000 Americans) will be from dollar countries. 
Tourism presses on the heels of the motor industry for the title 
of Britain’s biggest U.S. dollar earner: in 1958, cars earned £63 
millions’ worth of dollars, against £55 millions from tourism. 
Americans remain® the biggest foreign consumers of Scotch 
whisky but, although engaging in some spirited draughtsman- 
ship in 1958 by consuming £32 millions’ worth, they are 
(apparently) unable to keep the pace up sufficiently to maintain 
Scotch in its traditional place as top British dollar earner. 

The success of the British tourist industry since the war is 
brought out by the following figures:— 











1921 1938 1947 1957 1958 
Number of Tourists 
From All Countries... 174,099 | 437,260 | 202,680 | 1,180,430 | 1,258,310 
From U.S.A. ... hie 56,483 77,396 23,461 262,730 324,940 
Tourist Receipts £m. £m. £m. £m. £m. 
Total (excluding fares) n.a. 31 20 117 126 
Spent by U.S. visitors n.a. n.a. 8 $2 39 




















Since 1950, moreover, tourists’ expenditure after allowing 
for the rise in prices, or the “‘volume” of business, has almost 
doubled, compared with an increase in the volume of merchan- 
dise exports of only 13 per cent. 

The tourist industry is usually regarded as covering 
passenger transport in all its forms, together with the provision 
of accommodation and food by hoteliers and caterers. It should 
not be overlooked, however, that “passenger transport” benefits 
directly not only the operators of air, sea, railway and bus 
facilities but also indirectly the manufacturers of aeroplanes, 
locomotives, buses and their ancillary suppliers. Over 20,000 
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cars, in addition, are sold each year to overseas visitors, plus an 
unknown, but large, number hired. (Cars sold to visitors con- 
stitute exports which earn much more than if the car were sent 
abroad for sale, because the retailer’s commission and servicing 
charges are paid to U.K. firms and not to foreign agents). 
All these form the primary group of tourist trades, but the 
industry also extends to secondary trades headed by travel 
agents (who create a substantial share of the holiday traffic), 
followed by retail stores, opera, ballet, music, theatres, cinemas, 
night clubs, festivals, organized sport, banks, hairdressers, 
laundries, and the suppliers of goods and services to hoteliers, 
caterers, and transport enterprises; gas, water, electricity, and 
other public utilities, and baliders and contractors in the tourist 
holiday areas. Insurance companies not only insure the tourist’s 
life and luggage, but the risks of the many trades that work for 
him. Even the printing and kindred trades serve the tourist 
with tickets, stationery, cigarette cartons, guide books, maga- 
zines, newspapers. The trades which contribute to tourism are 
estimated to employ as many as 1,150,000 men and women, 
about 5 per cent. of the total working population; they thus 
constitute one of the largest economic groups in the U.K. 


A WORLD ON THE MOVE 


Since the war, the prosperity of the Western world, with 
its rising incomes and spreading holidays with pay, has vastly 
expanded international travel. That the world is on the move 
as never before is especially due to the extraordinary develop- 
ment, still only in its earlier stages, of transport by air and by 
motor. Half the urban population of the U.K., and of Europe, 
now spend their holidays away from home. Expenditure in the 
U.K. by British travellers in 1955 was £658 millions (about 
half the amount spent on clothing), plus £111 millions by over- 
seas visitors, a total of £769 millions. ‘Travel thus constitutes 
one of the biggest single items in the national economy, larger 
than the revenue of utility industries supplying power, gas, and 
electricity for personal use. 

The picture is similar for Europe as a whole. Thus in 1955, 
28,000,000 tourist arrivals were registered in the seventeen 
O.E.E.C, countries. Most were Europeans visiting neighbouring 
countries, but one million came from other continents, of whom 
half were Americans. These impressive figures continue to 
increase at the rate of 15 per cent. a year. In 1955, Americans 
spent approximately £600,000,000 on foreign travel, but this 


1 This estimate takes into account that « most trades concerned with tourism, a 
larger or smaller proportion are employed in supplying non-tourist demand. 
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substantial sum was, ten years after the war, a relatively 
smaller proportion of individual disposable income than was 
being spent in Europe ten years after the first world war. U.S. 
tourist expenditure is expected to increase even more rapidly in 
the near future, with important effects on the balance of pay- 
ments of the U.K. and Europe. There is, however, a warning in 
the fact that Europe is failing to maintain its proportionate share 
of America’s ever-expanding expenditure on travel abroad: 
whereas in 1927 the share of Europe, including Britain, was 45 
per cent. of the total, by 1955 it had fallen to 37 per cent. (In 
1958 the corresponding figure was 38 per cent.). Since 1945, 
the whole world has become increasingly tourist conscious. 
Australia, Asia, Africa, Central and South America are spending 
money to attract tourists, especially Americans. 

Although Britain has had striking success in attracting 
record numbers of Americans since the war, we may fail to hold 
our own for the same reason that Europe has failed to recapture 
its pre-war proportion of total U.S. tourist expenditure. ‘The 
heart of the problem is the inadequacy in the U.K., and in 
Europe, of accommodation of the right kind. With a few 
exceptions, there has been little expansion since the war in 
accommodation for tourists. In the U.K., for example, it is 
estimated that, despite the steady increase in travel, hotel 
capacity has shrunk by ten per cent. While it may, for the 
moment, still be true that there is sufficient accommodation as 
a whole, most is of the wrong kind and much is in seaside 
resorts, which do not usually interest foreign tourists. Yet over 
£360 millions’ worth of new aircraft have been delivered, or 
ordered, in Europe since 1956, which will fly in passengers 
faster, over longer distances, and more cheaply, than ever 
before, mostly on the transatlantic routes. Ten new transatlantic 
passenger ships have been delivered or ordered, and at least 
ten others of 20,000 tons or more are being built for long- 
distance routes between Europe and the rest of the world. But 
the hundreds of thousands who could fill these craft will be 
reluctant to come if they hear of increasing discomforts caused 
by pressure on inadequate accommodation. 


THE NEW POST-WAR TOURIST 


It is often assumed that all tourists, and particularly 
Americans, compete for the luxury hotels. In fact, in these days 
when most countries consider that the sole justification of the 
“rich” is to be “soaked” by steeply progressive income taxes, 
the party-going, caviar-eating, po selecting, race-horse-owning 
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ing imagination. Today’s representative tourist comes from the 
middle and rising lower income groups. But although he has no 
ambitions to stay in the lap of luxury, he does come from a home 
whose standards of comfort, convenience and decoration are far 
higher than the Edwardian hotel bedroom offered him at prices 
which he regards as outrageous when measured against its 
comparative discomfort. He wants at popular prices (say £3 to 
£4 a day per head in London) a room with its own bath, or at 
least a shower, modern electric lighting, a plug for his electric 
razor (of the right voltage), and a telephone that communicates 
not merely with Reception but with the outside world. He 
refuses to welcome friends into a room dominated by brass- 
knobbed bedsteads, cumbersome marble wash-basins, and 
massive chests of drawers. He wants the beds to fold into divans, 
the washing arrangements out of sight, his clothes out of the way 
in built-in shelf space and hanging cupboards, so that he ushers 
his guests into a comfortable sitting room—as in his own home. 
He wants ancillary services—laundering, a hairdresser, and 
other shops, a guide, touring services, travel agencies—without 
having to go out and ask his way about the town. Many tourists, 
moreover, do not want the conventional hotel at all. The steady 
rise in lower incomes and the tremendous growth of motor 
travel in the U.S.A. has caused many U.S. hotels, particularly 
the smaller, to disappear. ‘To meet the demands of the motorist 
who, at the end of a long day’s drive, is reluctant to fight his 
way through city traffic to a centrally situated hotel, ‘‘motels” 
have sprung up, usually in quiet, attractive sites a few miles 
from crowded centres of population. The motel was originally 
only a collection of cabins, but with success came elaboration. 
First a cafeteria, then a restaurant, shops, followed by a swim- 
ming pool, until now there are motels to suit all tastes and purses. 

The O. E. E.C. bluntly describes Europe’s accommodation 
problem as “critical”. In the U.K., the British Travel and 
Holidays Association estimates that 3, 000 extra modern bed- 
rooms are urgently needed in London, a further 2,000 in the 
provinces. The American Society of Travel Agents has repeat- 
edly warned that unless the U.K. and the Continent can provide 
modern and moderately priced accommodation, they have no 
alternative but to divert traffic to Mexico, Canada, the 
Caribbean, and elsewhere. This is no idle threat. In recent 
years the U.K. has been left out of some regular itineraries or 
included only as an alternative. At present rates of increase in 
travel by air, sea, road, and even rail, no less than 2,000,000 
overseas visitors to the U.K. are anticipated in the 1960’s. 
Americans could easily pass the half million mark. Total 
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tourist earnings could rise to £300 millions, of which as much 
as £100 millions could be in dollars. These are glittering prizes. 
Why, then, are new hotels not being rushed up on all sides? 

Capital invested in hotels is a long-term lock-up in bricks 
and mortar. The conventional “Grand” hotel was built when 
materials and labour were cheap. Its vast entrance halls, public 
rooms, endless corridors, all with their acres of expensive 
carpeting, absorbent of dirt and dust, require armies of cleaners. 
It is expensive, often impossible, to modernize. Again, the hotel 
builder seeks a central, and therefore expensive, site; but 
whereas the office block is normally occupied throughout the 
year, hotels, even in cities, are not. Occupancy varies from 75 
per cent. or more in a city to 50 per cent. or less in a resort. Next, 
hoteliers complain that the U.K. tax system penalizes them by 
withholding concessions granted to industrial enterprises through 
capital investment allowances, tax benefits, municipal rates, 
etc., and that the application of factory conceptions of hours and 
shifts by the Wages and Catering Act to a business the essence 
of which is personal service, has swollen their labour costs 
intolerably. Appeals for government aid may give the impression 
of an industry suffering from competition from substitutes or 
from a permanent change in consumers’ taste. The investor 
fears that in some cases the grant of subsidies might tend to 
preserve museum pieces and prevent experiments in new 
methods of providing accommodation, leading to economy in 
production, greater wealth and therefore a rising standard of 
living, with its proliferation of new demands. 


WHAT IS A “HOTEL”? 


What needs to be recognized is that in this era of motor 
cars and jet planes the word “hotel” has changed its meaning. 
The horizontally spread-out Victorian or Edwardian “Grand” 
is really not a hotel today: it is an economic fossil. In contrast, 
the new streamlined building with its ancillary services, pointing 
vertically to the sky, and the motel, holiday camp, youth 
hostel, and serviced caravan site, are all hotels today. The experi- 
ence of those progressive hotel managements in Britain who 
have sought funds for modernization, vertical building, motels, 
or camps, has been that ample money is forthcoming, while the 
record of the stock market shows that the investor’s faith in new 
ideas and enterprising management is justified. The vertical 
hotel tackles the problem of the expensive site and lower off- 
season occupancy by being able to charge ay ns ee 
higher rents for its street level shops, which also bring in an 
all-year-round income. To the complaints that the industry is 
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burdened with unduly high wages, the progressive manager 
retorts that, by studying how to increase productivity, vertical 
hotels can be made to pay in the U.K. as successfully as in the 
U.S.A. where, although wages are four times higher, hotel 
labour has a far higher output per man hour. This higher 
output—which, be it noted, has in fact been achieved by a few 
modern hotels in the U.K.—is secured by the vertical design, 
providing access from floor to floor by liftshafts, and not by 
staircases, which waste space and multiply furnishing, main- 
tenance, heating and cleaning costs. Bathrooms are sited on 
each floor, each immediately below the other, and back to 
back, with a central duct, economizing hundreds of feet of 

ipes, reducing installation and especially maintenance costs. 

ork flow and individual tasks can be organized in a hotel as 
in industry. To cite but one example, with built-in shelf-space, 
the maid has a clear run for her vacuum cleaner without having 
to move furniture—and as Mr. F. Kobler of the Washington 
Group of hotels has pointed out, ten minutes a day saved in the 
cleaning time of 100 rooms at 4s. and hour saves £1,216 13s. 4d. 
a year. 

Apart from British Railways, the brewers, Trust Houses, 
and one or two chains, the hotel industry in the U.K. consists 
of innumerable small units, struggling to sell a commodity for 
which demand is vanishing; they have not the capital to 
modernize, still less to build anew. This situation is not peculiar 
to the U.K. It existed in the U.S.A., where it was met by 
absorbing units into chains, with all the attendant economies of 
large-scale operation. Similar development here ought surely 
not to be impeded but welcomed. 

History may or may not repeat itself, but it is useful to 
consult its records. The sequence in the 19th century was that 
rising wealth revealed, and enabled to be gratified, the latent 
desire of the emerging middle classes to travel. As demand for 
accommodation rose, particularly in London, the big provincial 
centres and the seaside resorts, existing accommodation became 
—as today—inadequate. Then, as now, small under-capitalized 
hotels had not the resources to meet the new demand. The 
railways were quick to grasp a means of multiplying their 
traftic. They had the capital. They built big hotels. Unsuited to 
the high labour costs and mobile tourist of today, the Victorian 
hotels nevertheless were, in their time, undertakings of enter- 
prise and vision. They paid handsomely. The brewers of the 
19th century exploited the same idea. If travellers must eat, 
they need to drink, so the brewers also built hotels. Today 
these precedents suggest that industries whose profits would rise 
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with increased tourism, and which can command the capital 
resources, should likewise increase the volume of their business 
by building hotels, motels, holiday camps, youth hostels. The 
British Travel and Holidays Association estimates that an in- 
vestment of £20 millions in building and modernization would 
meet the U.K.’s accommodation needs for the next five years— 
a small sum, for example, set beside the £160 millions to be 
spent by B.O.A.C. on new aircraft. Should not the air lines, the 
motor car manufacturers, the road and transport companies, 
and the breweries, reflect over the lessons of the 19th century 
and look into hotel development today? Investors have ample 
funds for managements which show enterprise and imagination. 

We may live to congratulate ourselves that the British 
government refused to follow European examples in granting 
subsidies for hotel construction. The chances are that we should 
have been saddled with monster, out-of-date Ritz-Carltons. On 
the other hand, the prospects of rich rewards from building 
verticals and motels now seem inviting enough to attract 
further capital in the wake of the pilot ventures already 
launched, with the result that in a few years the U.K. could be 
ahead of most of its European competitors, and American and 
other travel agents would divert tourists here. 

While subsidies to hotels would be mistaken policy, there 
is, at the other extreme, no reason to discriminate against them 
and they should be given whatever investment and other 
allowances are from time to time granted to industrial enter- 
prises. 

The eyes of most Town Planning authorities are as yet 
unaccustomed to what they deride as “‘sore thumbs”’ sticking 
up over their townscapes and, although alive to the value of a 
moderna hotel in their area, they reject vertical building. They 
scale plans down from fifteen storeys—roughly the economic 
height—to a conventional eight or nine, and then shrug their 
shoulders when the hotel company decides not to build. But a 
tall building can be well designed and made to marry with its 
surroundings, especially as the economies that it achieves are 
not confined to the hotel business; many more will be put up 
once the ice (or, perhaps one should say, the sky-line) has been 
successfully broken. Town planners must not only get used to 
the sky-line of tomorrow, but should educate their local public 
opinion to rejoice in it. 


OTHER REQUIREMENTS FOR SUCCESS 


Although accommodation is three-quarters of the battle, 
for the fullest exploitation of tourism other changes are needed. 
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Many feel, for example, that the Home Office needs a 
radical change in its attitude towards “aliens”. In a frank 
speech made to the 1958 Conference on Tourism! Miss P. 
Hornsby-Smith, while claiming that the Home Office recognizes 
as much as anybody the enormous value of the tourist trade, 
conjured up the nightmare of a tidal wave of undesirable 
immigrants masquerading as tourists: the “millions of un- 
employed in Europe who could bedevil our own labour market 
and add further burdens to our own Welfare State’’; the 
foreigner who proposes to have free medical treatment at the 
expense of the British taxpayer; others who would be better 
off here on National Assistance than employed in their own 
country; unmarried and pregnant girls only too anxious to rush 
to any job in Britain to save their families from disgrace; 
equivocal “nieces” with fictitious “uncles”; that rare but 
dangerous bird, the foreign intelligence agent, and, last but not 
least, foreign criminals and lunatics, of whom we already have 
our share. “The number we turn away or turn out,” Miss 
Hornsby-Smith stated, “‘are no guide to the hordes that would 
come if there were no controls.”” Miss Hornsby-Smith is reported 
to have expressed similar fears in a recent speech, in which she 
is said also to have accused the British Travel and Holidays 
Association of revelling in running down the immigration 
service, a charge rejected by the Director-General of the 
Association. 

Whatever the rights and wrongs of that issue, there can be 
no doubt that the official attitude makes the U.K. one of the 
world’s more tiresome countries to enter. Prolonged interroga- 
tions at ports of entry create the worst impression abroad. 
The admirable courtesy of immigration officials cannot dispel 
the idea that Britain dislikes tourists and regards entry as a 
privilege to be grudgingly accorded. Curiously enough, other 
countries manage to combine high living standards and welfare 
benefits with cheerfully casual immigration formalities and are 
not overwhelmed by undesirables and illicit job seekers. Their 
secret is that they have thought up simple procedures to prevent 
unauthorized foreigners from taking jobs or securing benefits, 
and to deport those who break the law. There are, of course, 
several reasons why Germany and France each attract 4,000,000 
visitors a year, compared with our million and a quarter, but it 
is certain that ease of entry is among the more important, and 
that it creates no difficulties. Both Germany and France are 
comprehensive and strongly unionized welfare states. Yet 





1 See Conference on Tourism, (May, 15th, 16th, 1958), published by the British Travel 
and Holidays Association. 
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neither experiences unmanageable abuses, nor do their unions 
complain of mass invasions of foreign labour. What is feasible, 
and good business, for them should not defeat us so easily. 

Nothing could be better calculated to bring the U.K. into 
dislike, ridicule and contempt with foreign guests than our 
licensing laws. Their complexities need an article to themselves: 
the reader is referred to the B.T.H.A’s memorandum on the 
subject. Here let it suffice to recall that the foreigner is first 
bewildered and then resentful to discover (1) that it is the duty 
of a hotel manager to see that a guest who legitimately has his 
own private stock of drinks in his room does not offer a drink to 
a non-resident friend except within the approved hours(!); (2) that if 
he is touring by car he must, before he starts out each morning, 
ascertain the differing licensing hours of the towns on his route 
and step on the gas in order to arrive on schedule. (He dawdles 
to enjoy a view, or stops to visit some chance discovered 
attraction, at the risk of foregoing a glass of beer with his meal). 
Again, the slightest structural alterations to licensed premises 
require the approval of justices who meet once a_year to consider 
applications, and their decisions are often unpredictable. 
However, the B.T.H.A. has recently won a minor triumph by 
securing the opening of the bar at London Airport throughout 
the 24 hours. No orgies have been reported (as yet). 

While it is neither feasible nor desirable that the govern- 
ment should (as, for example, in the U.S.S.R.), participate 
directly in the tourist industry, the Treasury has a vital interest 
in its success, because of the substantial contributions that 
foreign tourists make to excise duties, to the taxable profits of 
the industry’s components, and above all to the national foreign 
exchange reserves. It is therefore right that the government 
should take the direction of tourist policies, promotion, and 
publicity. No unit of the tourist industry is financially capable 
of the effort required and to many industries vital to the 
tourist trade tourism itself constitutes but a small or varying 
proportion of their total market. The government fulfils this 
obligation by a grant-in-aid to the B.T.H.A., which draws its 
membership from all sections of the industry. That tourism 
needs active publicity, and that it does not progress on its own 
momentum, was demonstrated by France and Germany before 
the war, when from 1932 onwards the world depression was 
accompanied by a fall in the numbers of tourists. Tourist 
expenditure in France gradually decreased from Fcs, 6,621,000 
in 1930 to Fes. 1,170,000 in 1934. Germany, however, increased 
hers, with the result that in 1934 Germany had as many 
foreign tourists as France, in 1935 twice, in 1936 thrice, as 
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many. More recently, in 1954, after Switzerland had drastically 
cut its tourist publicity, U.S. visitors fell by 3 per cent. although 
their numbers in Europe as a whole rose by 10 per cent. 

The B.T.H.A. has done good work since the war. Apart 
from a flow of pamphlets, posters, photographs, press releases, 
and advertising overseas, it successfully arouses interest by 
“creating” news. Thus, in 1952, it sent three London Transport 
buses, with their Cockney crews, on a continental-wide tour of 
the U.S.A. Crowds turned out to see them everywhere and the 
New York Herald Tribune described their tour as “the best 
promotion idea of this generation”. Another success was the 
Vintage Car Rally in the U.K., for which a number of vintage 
American cars came over, their fortunes being reported through- 
out the U.S.A. In 1955, the B.T.H.A. was cited for the second 
year running by the Middle Western Travel Writers Associ- 
ation for the originality of its publicity. One of the B.T.H.A’s 
most popular publicity activities is to arrange for some 2,000 
Americans to be interviewed in the U.K. every year for publi- 
cation in their home newspapers or for broadcasting over their 
regional radio stations. 


TRAVEL—THE “IDEAL”? EXPORT 


The B.T.H.A. has been working on a fixed grant of 
£800,000 a year from the government, but costs have been 
steadily rising, and in 1957 the Association was at length com- 
pelled to curtail its publicity campaigns, including those in the 
U.S.A., by as much as one third at a time when circumstances 
had never been more favourable for the “Come to Britain” 
movement. This year the grant was raised by £250,000—a 
figure which merely allows publicity to be restored to previous 
levels without margin for increase. The addition of a meagre 
£250,000, in the year of a “prosperity” budget with con- 
cessions of £366 millions, suggests that the vital place of the 
tourist industry in the economy is still not fully recognized, and 
prompts some concluding reflections. 

Although post-war governments have broadly followed 
expansionary policies of freer trade, bilateral or group agree- 
ments are by no means dead. They should be regarded as poor 
substitutes for, and as stepping stones towards, freer and wider 
trade; but as long as they are negotiated it is important that 
they should include travel as an essential commodity for exchange, 
as the ideal item with which to achieve balance at the maximum 
level. 

Officials of most Finance ministries still regard tourist 
services as “‘inessential’’. Faced with a balance of payments 
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threat, travel allowances are the first items to be cut. While cuts 
in imports may secure balanced accounts in the short run, 
surely the aim should be balance at the highest possible level— 
and tourism has become an increasingly important item in the 
balance of payments of many countries. When a group of 
countries drastically restrict the import of “‘inessentials” they 
are likely to achieve balance at a painful and avoidably low 
level, each needlessly depriving its citizens of the educational 
effect as well as the pleasures of foreign travel. This is also 
positively harmful because the enforcement of restrictions raises 
administrative costs, slows down legitimate trade, causes black 
markets to flourish, putting fat prizes into the pockets of the 
wrong people, and lowers standards of honesty, which once lost 
are not easily re-established. 

The logical conclusion is that many countries could long 
ago have liberalized or even abolished travel allowances without 
severe detriment to their balances of payments. There is no 
need to confuse the issue by raising the question of exports of 
capital; these could be controlled (if thought desirable) by other 
measures. To end currency restrictions for travellers would not 
only contribute directly to the expansion of trade and the 
balance of accounts at higher levels but would also raise the 
number of travellers to all countries. For, while advertising is 
undoubtedly important in building up and maintaining tourist 
traffic, the evidence of travel consumer research brings out that 
personal propaganda through business contacts, acquaintances 
maturing into friendships across frontiers, and even from time 
to time international marriages, are far more effective than 
posters and pamphlets, which cannot convey personal enthu- 
siasm. “You ought to see our factory. You must visit so and so. 
You'll love such and such. You must come and see us, we'll look 
after you.”” That is how Finance ministries should want their 
nationals to talk abroad, and the onus is on them to ensure that 
their nationals have all the foreign exchange necessary to do so. 
The wider the habit of travel, for business or pleasure, the more 
all countries benefit. Apart from business trips (which, moreover, 
often manage to include some sight-seeing) a tourist enticed to 
one country is tempted to stop off at other countries on the 
way in or out. Now that so many other currencies besides the 
dollar are freely convertible the most important country for 
which currency restrictions could be relaxed in order to ensure 
the most effective additional travel propaganda is the U.S.A. 
But for most people, the cost of transport over the relatively long 
distances to America, the much higher U.S. cost of living and 
the vast travelling distances within its borders, must, without 
prohibiting visits, act as natural restrictions on the dollars spent. 
London. Jossleyn Hennessy. 


June, 1959. 
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The Role of the Economist 
in Public Affairs 


By Ely Devons 
Tia public’s attitude to the economist is full of con- 


tradictions. Sometimes he is treated as an expert who 

understands the workings of our highly complex economic 
system, and whose voice and advice must, therefore, be listened 
to. On other occasions he is dismissed as theoretical, unrealistic, 
narrow and hard-hearted. The profession of economists as a 
whole is frequently accused of adding confusion rather than 
clarification to public debate, by disagreeing so violently 
among themselves, and offering conflicting advice on crucial 
issues: “‘Where there are two economists’, it is said, “‘there 
will be three opinions’’. 

This situation is partly the fault of economists, partly that 
of the public. Economists speak and write in a jargon which, 
while it may make it easier for them to communicate with one 
another, impedes communication with the public. And the 
jargon may often be used more to impress the public with the 
esoteric nature of the economist’s knowledge than to facilitate 
public appreciation of the true nature of the economist’s 
understanding. 

The extent cf this understanding may be limited, but the 
solution of crised and difficult issues will not await on the 
improvement of that understanding. Policies have to be decided 
to deal with these issues and the public expect and demand 
answers from the economists. Modern society wishes to exercise 
control over its economic destiny and demands that economists 
should give it the means to exercise that control. It is hardly 
surprising, therefore, that economists sometimes cannot resist 
the flattery and prestige that acceptance of this rdéle implies; 
nor that the public, having elevated the economist to this 
central position, should every now and again become dis- 
satisfied and disillusioned, when events prove that the economist 
is incapable of providing what the public demands. 

Issues of economic policy are necessarily issues of politics. 
Even in theory it is difficult to distinguish between the economic 
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and political aspects of a problem. Once the problem gets into 
the public arena, economics and politics are inevitably in- 
extricably interwoven—and when the economist engages in 
public debate he is necessarily involved in politics. It is here 
that one of the main sources of difficulty arises. For, even if the 
economist tries to distinguish between the economic and 
political elements in his argument, the public is unlikely to 
recognize the distinction. To the public an economist is an 
economist, and most people are not usually able, even if they 
were willing, to distinguish the political from the economic. 
Nor does the economist always try to help. Since economics 
has a certain prestige as being scientific, the economist is likely 
to succumb to the temptation, consciously or otherwise, of 
arguing in support of a particular policy on economic grounds, 
without revealing the political implications or assumptions in 
his argument. 

There is no easy way out of these difficulties. But we might 
go some way towards dealing with them if there were a greater 
willingness on the part of economists to explain to the public 
the limits to the usefulness of their understanding in con- 
tributing to policy decisions, and a greater willingness on the 
part of the public not to demand or expect too much from the 
economist. It would be foolish and presumptuous to suggest 
that in a short article one can fully explore the whole field of 
economics and economic policy to see the essential nature of 
the contribution the economist makes, and to hope to explain 
and dispel the sources of confusion and misunderstanding. 
All that I can attempt is to give some indication of the 
way in which I see these issues. It is characteristic of the 
situation I have already referred to that no doubt many of 
my fellow economists will disagree violently with the views I 
put forward. 


II 


The knowledge that the economist uses in analysing 
economic problems and in giving advice on them is of three 
kinds. First, theories of how the economic system works (and 
why it sometimes does not work so well); second, common- 
sense maxims about reasonable economic behaviour; and 
third, knowledge of the facts describing the main features of 
the economy, many of these facts being statistical. I take these 
in turn and comment on the contribution such knowledge can 
make in leading to sensible decisions on public issues. 











28 


Modern economic theory in many of its branches is highly 
complex and often mathematical. There is frequent con- 
troversy among economists themselves about how much of 
this theory is merely an intellectual toy, and how much can be 
expected at some stage to be useful in helping us to understand 
the working of the economy and to influence its working. 
Much of this controversy is barren and inconclusive, for one 
can never tell in advance in any subject which lines of theoretical 
exploration will eventually yield most fruit. The important 
point for our purpose is that, whatever may be true in the 
future, today most of this complex theory is not useful in 
helping to deal with real economic issues. If it is introduced 
into the arena of public debate, as it sometimes is, it merely 
serves to confuse the public, and to conceal the fact that it is 
the simplest propositions only which have relevance to the 
issues under consideration. 

The general theories which are usable and are used most 
often are of the simplest kind. Two of the most important are the 
elementary propositions showing the functional relation between 
the supply, price and demand for any particular commodity or 
service (usually referred to as ‘“‘the laws of supply and demand’’) ; 
and those showing the relation between income, expenditure, 
production and employment for the economy as a whole— 
Keynesian economics and its statistical counterpart, national 
income accounting. 

The elementary “laws of supply and demand” have a very 
wide range of applications. Their significance is frequently 
ignored by the public and the government, and, by drawing 
attention to the way in which they might work out in particular 
situations, the economist can try to ensure that policies are 
embarked on only with a full knowledge of their implications 
and consequences. When economists argue that rent control, 
which means fixing rents below the price that would occur in a 
free market, leads to a queue for housing, unwillingness to 
build houses for rent, a tendency for landlords to neglect to 
repair their property, difficulty in persuading tenants to move, 
the development of lump-sum key money payments, etc. etc., 
they are using no more economic theory than the elementary 
notion that rents are a price relating the supply and the demand 
for housing. When, as frequently happens in the spring before 
the new crop is available, the price of old potatoes rises and 
some sections of the public clamour for the government to 
intervene to control the price, the economist argues that the 
rise in price is not the cause but the result of the shortage. In 
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such circumstances if the government intervened to fix the 
price, since the supply cannot be increased, the limited supplies 
would be allocated by other means—queueing, black-market 
dealing, favouritism, influence, etc. Again in arguing in this 
way the economist is using nothing beyond the most elementary 
theory. Very much the same is true in discussions about the 
implications and consequences of agricultural price-fixing and 
subsidies, international commodity schemes, equal pay for men 
and women, national uniform rates of pay for particular 
occupations, taxation of particular commodities or types of 
incomes. It is indeed remarkable what a wide application these 
simple “‘laws”’ have. 

The fact that they are simple does not, however, mean 
that they are unimportant, or that they are always kept in 
mind. On the contrary, they are of the greatest significance 
and ignoring them may lead to the most wasteful and frustrating 
mistakes. It is the fact that the economist has absorbed these 
laws as part of his normal apparatus of thinking that makes his 
potential contribution so important. 

Sometimes “‘the laws of supply and demand” are quoted 
as “natural’’ and any intervention to control supply, demand 
or price, is said to be an offence against “‘nature”’. This is, of 
course, nonsense. It may be argued that interference has such 
consequences that it would be better to leave things to the 
“free market’’; but to bless the “‘free market”’ as “natural’’ and 
intervention as “unnatural” merely confuses the issue. 

To turn to the second of the general propositions mentioned 
above, it is true that Keynesian theory and post-Keynesian 
developments of the theory are, in their academic form, complex 
and full of niceties and refinements which give rise to con- 
tinuing argument and controversy. But the essential parts of 
the theory which are useful at present in general discussion 
about economic policy are simple and limited; little more 
than the notion that employment, production, income and 
expenditure are closely interrelated. If there is full employ- 
ment and full use of capacity an increase in expenditure will 
lead to bottlenecks, shortages and price increases; and if there 
is unemployment and under-utilization of capacity, actual or 
potential, this can be remedied by increasing expenditure. A 
similar set of ideas is used in discussing the problems of the 
balance of payments, and the effects on the balance of changes 
in expenditure at home. Increasing expenditure at home will 
divert exports to the home market and draw in imports; 
decreasing expenditure at home will reduce imports and divert 
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goods to exports. These effects will, however, be influenced by 
what is happening to expenditure in other countries. 

A large part of the regular analysis of the general economic 
situation in government publications, such as the Economic 
Survey, in the Economic Review of the National Institute of Eco- 
nomic and Social Research, and in the London and Cambridge 
Economic Bulletin, is concerned with exploring this relation- 
ship, both actual and prospective, between income, production 
and expenditure, and between home expenditure and foreign 
trade. These analyses are, to my mind, based essentially on 
elementary theoretical ideas. The reason they appear complex 
to the layman is that they are conducted in statistical terms. It 
is the elaborate technical methods and conventions employed in 
making the statistical estimates of national income, production 
and expenditure and the balance of payments which are used 
in this analysis, rather than any complexity of the theoretical 
analysis itself, which makes all this such a mystery to the out- 
sider. Even for the economist himself it is quite a task to learn 
sufficient about the meaning and method of calculation of the 
figures in the Blue Book on National Income and Expenditure 
and the White Papers on the Balance of Payments to be able 
to use them without falling into error! When argument about 
the economic situation is conducted in this esoteric statistical 
language, how easy it is for the public to get the impression 
that this implies intricate and involved theory. And how 
tempting for the economist to leave them with this illusion, 
and even to play on it to increase the prestige of the profession! 


Ill 


There are many commonsense maxims of economic life 
which play a great réle in debate about public issues, and these 
again are essentially simple notions. Take for example the 
maxim that you cannot get more than a pint out of a pint pot, 
alternatively expréssed in economic jargon as “‘if resources are 
fully employed tien, barring increases in productivity, the 
production of more of some things implies less of others’’. This 
was the main idea behind many of the contributions of econo- 
mists to war-time economic planning: that, other things being 
equal, calling up more men into the armed forces meant less 
munitions production or less supplies for civilian use or less of 
both; or that it was wasteful to call men up if there were not 
going to be the munitions for them, and so on. Similarly in the 
period of acute post-war shortages, the argument that more 
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public expenditure on health, education or defence meant less 
private expenditure on consumption or investment. These 
examples and others of a similar kind merely draw attention to 
the logic of choice and the idea of opportunity costs: whether 
in the household, the firm, or the country as a whole, having 
more of one thing means giving up something else, other things 
being equal (i.e. unless you borrow or otherwise increase the 
total available). If you act as if you can get more of every- 
thing at the same time, when in fact total production is limited, 
you are liable to get into a frustrated, tangled mess. 

From this follows the prescription: choose logically and 
consistently in advance! This prescription, however, often 
makes the public furious with the economist. For human 
beings in their collective as well as in their individual lives are 
often impulsive, illogical and inconsistent, and prefer to be so. 
The alternative is so-called cold-blooded, inhuman calculation! 
Indeed Utopias of perfectly rational individuals all choosing 
logically and consistently by calculation are repulsive even to 
economists. Is it any wonder that when economists preach 
consistent and rational calculation, the public should sometimes 
feel like stoning them? 

The logic of choice is, however, sometimes falsely presented, 
especially in statistical terms. Very often expenditure on some 
particular item is calculated as a percentage of the national 
income, and then it is argued that because that percentage is 
small (or large), or because it is smaller (or larger) than in some 
previous year, or in some other country, this shows that more 
(or less) ought to be devoted to that particular item. This is 
done frequently in argument about domestic or foreign invest- 
ment, contributions to the development of backward areas, 
expenditure on health, education, or the roads, etc. I have 
argued in an earlier issue of this Review (October, 1955) against 
the use of percentages in this way. At most, comparisons of 
this kind may give a prima facie case for looking in detail at the 
expenditure concerned and examining carefully the case for 
spending more or less. The notion that there is a right percen- 
tage to spend, and that this can be discovered by looking at 
past years or other countries is most misleading. 

I have dealt at some length with this simple maxim of 
logical choice because it is so important, enters almost auto- 
matically into an economist’s way of thinking, but is quite 
strange to many other people. But there are many other 
commonsense truisms of this kind, such as “the balance of 
payments must balance”, “bygones are bygones’, “‘where 
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there is a purchase there is also a sale”’, none of which involve 
any abstruse theory but all of which are used frequently by the 
economist in argument about policy. 


IV 


Much argument about policy proceeds on mistaken ideas 
of the facts, and knowledge of the facts enables the economist 
to contradict error and dispel myths and illusions. The most 
potent facts in public debate are statistics, since these are 
thought to represent hard reality. The mass of statistical 
data about our economic affairs is now so overwhelming that 
any one economist can only be sufficiently expert in part of 
them to know what they portray and to be able to use them 
without error. I dealt in some detail with the use and abuse of 
statistics in economic policy in another article in this Review in 
July, 1954, and I will not again enlarge on these issues. It is, 
however, relevant to my argument here to stress that the 
accumulation of statistics about a particular economic problem 
or about the general economic situation, apart from enabling 
the economist to point out factual errors in other people's 
arguments, may add little to his understanding or to his capacity 
to advise on important issues of policy. It may give him the 


comfortable feeling that he knows a lot about some particular 
corner of the economy, and enable him to take others on an 
impressive statistical tour—what is called “an appreciation of 
the situation’’. But these appreciations may be of little more 
use than the exquisitely neat and tidy analyses of the commen- 
tators on politics and foreign affairs. 


V 

So far I have discussed some of those aspects of the under- 
standing and knowledge that the economist has which seem at 
present to be useful in public debate about economic policy. If 
public debate and decision were confined to these, all might be 
well. But, of course, it cannot be, and is not so confined. Issues 
of economic policy do not await on the understanding of 
economists. Problems come up, decisions have to be taken 
(even if the decision is, by default, one of no action), whether 
economists can give clear answers or not. It is here that the 
main difficulty and source of confusion and misunderstanding 
arises. 

It is useful to distinguish two different sets of issues. First, 
those where, although the economist has something useful to 
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contribute, what he has to say is not enough for those who have 
to decide. The second, where the controversy among economists 
on the fundamental forces in operation is such that there are a 
whole range of views, some me ort completely opposing, on 
offer to pick from. 

Issues of the first kind arise in some applications of the 
“laws of supply and demand”’ or in some uses of the theory of 
the relation between “income, production and expenditure”’ 
which were discussed above. The economist may be able to say 
that if the government puts an extra tax on television sets, then 
the demand will fall; that if oil prices fall relatively to coal 
prices, the demand for coal will fa 1; or that if the government 
fixes a guaranteed price for milk the supply of milk will be 
affected. But answering the question “by how much will the 
demand for television sets or coal fall?”’, or “‘what will be the 
supply of milk at a particular price?’’, is much more difficult. 
Valiant attempts are being made to give quantitative answers 
to questions of this kind but progress is slow and uncertain, 
and the answers have to be used with caution. 

But it is one thing to attempt to answer the limited question 
“what would happen to the demand for coal, if oil prices drop 
by 10 per cent?’’; quite another to answer the wider question 
“what will happen to the demand for coal in five years’ time?” 
And when one comes to many policy decisions, it is questions 
of this latter kind that demand an answer. Someone has to 
decide whether the National Coal Board should plan for more 
or less coal production; and who should be expected to provide 
the answers if not the economists? 

It is here that the trouble begins. For while the economist 
may be able to list the main factors which will determine the 
demand for coal (its price in relation to other fuels, the rate of 
increase in production in those industries using coal, changes 
in fuel efficiency, the level of consumers’ income, etc.), he 

cannot at present translate this into an answer to the main 
question, without making assumptions about movements in 
these factors. And then the answer merely reveals the impli- 
cations of the assumptions he makes. The appropriate verre A 
tions to snake in any given set of circumstances are frequently 
a matter of judgement, so that two economists, equally tech- 
nically skilled as economists, might make different assumptions, 
and, therefore, arrive at different answers. 

Again, while the economist may be able to analyse the 
relation between income, production and expenditure in some 
past period, and show the importance of this relation in the 
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future, he is on much more uncertain ground when trying to 
answer the question “what is going to nanpee to expenditure 
in the next twelve months?”’. And it is to this question that the 
public wants an answer in arguing how the government should 
attempt, through its various policies, to influence the level of 
expenditure. Expenditure can be considered separately in its 
various constituents—stock-building, fixed investment, con- 
sumption, government expenditure, and exports, and one may 
be able to assess reasonably reliably what is likely to happen to 
some of these. But for two crucial ones, stock-building and 
exports, one is thrown back on exploring what would happen 
on the basis of alternative assumptions. Answering the further 
question, what effect particular measures taken by the govern- 
ment to influence expenditure will in fact have, raises a host of 
further complications. Here is plenty of room for different 
economists, using different assumptions, to come to different 
conclusions, even though the general theoretical framework 
within which they are conducting their analysis is much the 
same. 

It might be argued, and I have frequently argued this way 
myself, that in such circumstances the economist should 
emphasize the importance of the assumptions, and the impli- 
cations of each assumption, rather than the final answer. Let 
the public and the decision-makers then select which com- 
bination of assumptions they think most appropriate. But this 
will not do. For the public are not good judges of assumptions, 
and in any case are interested in conclusions, not assumptions. 
Whenever I have tried to explain important problems of 
economic policy in this way, I have usually been accused by my 
audience of trying to evade the issue. ““To explain that the 
problem is difficult and complex, that it raises questions to 
which one cannot give a definite answer, is all very well”, they 
say, “but what would you do if you had to decide?” Is it just 
cowardice and academic escapism to say “I do not know”? For 
taking decisions in such circumstances is not merely a matter 
of judgement about appropriate assumptions, but necessarily 
implies taking risks, and discussing and analysing the risks 
involved is quite different from actually having to decide. 
One can see this quite clearly when academics, including 
economists, are faced with decision-taking in their own 
affairs in the universities. They may be willing to take bold 
decisions vicariously about major issues of economic policy, 
but they rarely show such incisiveness and courage on academic 
issues. 
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The problem of policy is, of course, not merely whether 
the government should encourage or discourage expenditure, 
but by what means this should be done; by monetary or fiscal 
policy? and if by fiscal policy, which items of expenditure or 
taxation should be changed? Here we are right in the middle 
of political issues. The need to distinguish between the economic 
and political element in any prescription is emphasized in 
academic economics, but when economists debate in public 
they frequently ignore this distinction. In any case the public 
is interested in what the economist has to say gua economist, 
and cannot be expected to draw fine distinctions about which 
hat he is wearing when he makes some statement on economic 
policy. The public cannot be expected to discover for itself 
whether conflicting prescriptions put forward by economists 
reflect differences in economic diagnosis, or differences in 
political views and attitudes. Unless economists are prepared 
to exercise restraint in expressing views which are largely 
political, they must not be surprised if their economic arguments 
are frequently dismissed by the public as part of the political 
game. 

VI 

What about the issues which I referred to earlier, where 
there is still fundamental disagreement between economists 
themselves? Take, for example, two major problems of current 
importance, the effect of monopoly or inflation on economic 
growth. In each case one can make an imposing list of 
factors pulling in opposing directions. The large firm in a 
semi-monopolistic position, it can be argued, is an important 
vehicle of progress because of its capacity and willingness to 
spend large sums on research and development, and because 
of its willingness to take risks in innovation, since its position 
is basically secure. Against this, it can be objected that monopoly 
is an impediment to progress because absence of competition 
leads to sluggishness, and large scale implies inefficient bureau- 
cratic control which stifles new ideas. Or on inflation, one can 
argue that a mildly rising price level gives businessmen the 
confidence which comes with an apparently ever-expanding 
market, and provides the necessary incentive for expansion, 
innovation and risk-taking. Or, in opposition to this, one can 
argue that inflation leads to insecurity, distortion in production, 
inhibits saving, makes life too easy for business, and that, in 


any Case, it cannot remain mild for long, but will develop into 
a destructive runaway price rise. 
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How choose between these two sets of arguments in each 
case? Is it not true that both sets contain elements of truth, and 
that the really difficult problem is to discover what weight to 
attach to each in any particular situation? Would not econo- 
mists’ views command greater respect, and therefore more 
truly educate the public in the issues involved, if they laid 
greater stress on the difficulty of coming to conclusions of 
general and universal validity, rather than ranged themselves 
in opposing schools, each, like mediaeval theologians in dis- 
putation, being quite certain that they have the answer? 

Here again the fault is partly the public’s, partly the 
economists’. For decisions about monopoly policy and the 
control of inflation have to be taken, and the public clamours 
for guidance. If economists merely express agnosticism about 
the issues involved, others, working with economic ideas picked 
up in the strangest of ways, will not hesitate to prescribe and 
advocate particular policies. 

The economist may be tempted to stress one set of argu- 
ments because he believes this supports a policy which is 
desirable in any case for other reasons. Take the control of 
inflation. If, for example, one believes that inflation leads to 
chronic balance of payments difficulties, and that these in turn 


weaken the international political and economic influence of 
the United Kingdom which one would like to see strengthened, 
how tempting to stress those sides of the argument which would 
lead to the conclusion that inflation is damaging for domestic 
economic development as well. And it is because economists so 
frequently succumb to this kind of temptation that their views 
on policy are so divergent and conflicting. 


VII 


Most of my argument has been related to the rdéle of 
economics and economists in prescribing and discussing 
policies which are the responsibility of the government. Much 
of it applies, however, to economists employed by business. A 
full discussion of the special features of the réle that the econo- 
mist plays in business is beyond the scope of this article and 
only a brief comment is possible here. 

In the large firm the economist may play three rdles. First, 
he may be concerned with explaining what is happening and 
likely to happen in the general economic situation, what the 
public debate on economic policy is about, and what action 
the government is likely to take and why. Since so much of 
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this argument is conducted in the jargon of economics and 
economic statistics, this explanation of what is going on outside 
can be given only by an economist. 

The usefulness of this activity to the firm itself will vary a 
great deal. It may merely give the Chairman or Managing 
Director some element of understanding of the general economic 
scene, enable him to refer to government policy in his annual 
speech without making howlers, and guard him from being 
completely puzzled and taken by surprise by changes in 
government economic policy. But it may have more direct 
relevance and application to important decisions on such 
issues as the firm’s investment plans, inventory and pricing 
policy. Interpretations of economic events abroad, especially 
where the firm has wide international ramifications either 
through foreign trade or overseas subsidiaries and branches, 
may also play an important rdéle. In this more direct use of 
general analysis of the economic scene, the economist in 
business uses very much the same kind of mixture of simple 
theory, economic commonsense and knowledge of facts as his 
counterpart arguing about public policy. In some firms he may 
be quite close to actual decision-taking and quickly become 
aware of the limitations of the usefulness of general economic 
theory; in others he may be in a remote economic division 
writing appreciations and analyses which have little effective 
influence on the operations of the firm. 

Secondly, the economist may be concerned with the 
application of the rapidly developing techniques in statistical 
and operational analysis, many of which have become relevant 
to actual business problems, through the use of electronic 
computers. A whole new field is being opened up here, much 
of it accessible only to the specialist economic statistician or 
mathematician, and a closed book to the general economist. 
The réle which these new developments can play in business 
and the relation between them and the work of the economist, 
are really outside the main theme of this article. 

Lastly, there is the part that someone with a training in 
economics may play directly in running the business, and it is 
here that the small or medium-sized firm comes into the 
picture as well. Here economics is not being used to interpret 
external economic trends and their likely impact on the firm 
or as a technique to get the solution of a specific problem, but 
as a way of thinking in dealing with internal problems and 
decisions. ‘This way of thinking is quite distinct from that of the 
accountant, the engineer, the scientist, or the administrator. 
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It is not easy to specify its content, but it is closely related to 
notions of logical choice and of tracing the implications of alter- 
native lines of action which are so central to economics. A 
training in this way of thinking does not by itself make anyone 
a good businessman, but if someone has the right qualities, 
whatever they may be, for dealing with business problems, a 
training in economics may enable him to use these more 
efficiently. 


Vill 


The main theme of this article has been that the contribu- 
tion economics can make to public discussion and _ policy, 
although important, is limited. I have argued that there are 
many complex problems of policy to which the economist does 
not know the answer, and that many of these involve issues of 
politics on which the economist is no more competent than 
anyone else to pass judgement. On such questions there might 
be more understanding by the public of the issues involved if 
economists exercised self-restraint and confined themselves to 
attempting to explain the nature and complexity of the problems, 
rather than providing conflicting and widely divergent solutions. 
If such a view of the réle of economics and the economist is to 
gain any acceptance it would mean a radical change, not only 
in what the public demands of the economist but also in the 
way in which economics is taught. For, even at the elementary 
stage, the student is now frequently led to believe that, were it 
not for pressure politics, grasping businessmen, cowardly, 
selfish and ignorant politicians, stupid trade unionists, and the 
perverseness and obtuseness of the public, economic problems 
could easily be solved. How often is the student of economics 
now asked in an examination question, to which he is expected 
to devote half an hour, to solve the problem of inflation, to 
settle the future of the sterling area, or to prescribe a policy 
for the economic development of an under-developed country. 
All so easil solved, to judge by the answers! 

Ely Devons. 
London School of Economics. 
June, 1959. 
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From a recent peak of $22.9 billions in January, 1958, the U.S. monetary gold stock 
has fallen to below $20 billions at the end of June last. Under present law, some $114 
billions is required as cover for Federal Reserve deposits and notes. Dollar balances 
held by foreign governments and central banks, and directly eligible for conversion into 
gold, amounted in May to $8.8 billions. 
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+ Monthly Digest of Stotistics 
SOURCE: Booed of Fade Jounal 


The index of industrial production, which until March had been moving between a 
range of 105 and 109 ever since 1955, had risen by June to 109/110. As yet, the 
renewed uptrend reflects mainly increased output of consumer durable goods. Exports, 


however, were 4$ per cent. higher in the second quarter than in the corresponding 
months of 1958. 
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SOURCE : Ministry of Labour Gazette | 
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total number of employees. 








Unemployment has fallen sharply this year and in June was less than 2 per cent. of the 


Jacancies on offer have been rising in recent months. 
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RCE: Monthly Digest of Statistics} 
At 109 (Jan., 1956= 100) the retail price index in June was one point higher than in 
November, 1957. Contrary to expectations, import prices further declined during the 
early months of the year; export prices have been running somewhat below the level 

touched in the summer of 1957. 
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_ Aneual Abstract of Statutes 
SOURCE Monthy Digest of Stotstics | 





Compared with pre-war, we are now drinking on the average considerably more milk, 
eating about the same amount of meat and margarine and somewhat more sugar and 
eggs. On the other hand, consumption is less of fish, fruit and butter. 
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Savings by persons and unincorporated business have shown remarkable buoyancy since 

1951 and last year represented about 9 per cent. of personal incomes after tax, notwith- 

standing the large increase in hire purchase debt. National savings last year were over 

four times as high as in 1957, with a “spectacular increase”, as the Bank of England 
annual report comments, in he Sve months to February, 1959. 
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SOURCES: Cotton Boord —. 
Trade & Navigation Accounts | 
Arovol Abstroct of Stotistics 


The cotton industry is no longer primarily concerned with exports. About three-quarters 

of its output is now for the home market, against only a fifth before the first world war. 

At that ume, indeed, cotton exports accounted for nearly a quarter of our total export 
earnings, compared with only a fraction today. 
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is provided by the English climate. 


Since the begining of the century, “real” income per head has nearly doubled, while 
government expenditure, in real terms, has increased nearly five-fold. The purchasing 
power of the pound has shrunk by over three-quarters. There has been a s 

and continuing decline in infant mortality. In a changing world, however, a dxed point 
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Earning 
AGRICULTURAL MACHINERY exports from 
Britain are almost as large as those of the 
U.S.A., where mechanized farming largely 
developed (though our own agriculture is 
now more intensively mechanized thar any 
other country’s). Time was when we were 
noted for exporting the finest plough- 
horses. Now it is tractors; and combine 


harvesters, grass and grain driers, ploughs, 
cultivators - all the robot aids on which 


LLOYDS BANK LIMITED 
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the world’s increasing output of food 
depends. In 1958, this trade contributed 
£94,000,000 towards Britain's vital balance 
of payments. Enough to cover all our 
imports of tobacco. Of the firms engaged 
in it a great many are customers of Lloyds 
Bank, which provides them with the 
financial services they need - at home and, 
through its overseas connections, in any 


part of the world. 
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